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LETTER OF TRANSMITTAL 


Housr OF REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
August 12, 1958. 
Hon. Carn Vinson, 
Chairman. Committee on Armed Services 
\MIy Dear Mr. Cuatrman: I have the honor to transmit herewith 
the Second Report of the Subcommittee for Special Investigations 
for the 2d session of the 85th Congress, commencing January 7, 1958. 
Included in this report are references to the attendance of the staff 
of this subcommittee upon hearings of the full committee and of the 


special subcommittees appointed to study Departime it of Defense 


organization 


IS report covers period August 30, 1957, to and through 


IK. Kpw Hf: RT. ¢ hairmay 








SECOND REPORT OF THE SUBCOMMITTEE FOR 
SPECIAL INVESTIGATIONS 


Prertop CovereED BY THIs Repo! 


The first report of this subcommittee, is the 85th Congress, Ist 
session, covered the period January 4 to August 29, 1957. 
This second report covers the period August 30, 1957, to August 12, 
LQO45R 
i Je 


JURISDICTION 


The jurisdiction of the subcommittee covers such matters as are 
referred to it by the chairman of the full committee. 

The subcommittee functions under the authority of House Resolu- 
tion 67 which passed the House February 5, 1957 (H. Rept. 14). 
Funds for the activities of the subcommittee were provided in House 
Resolution 68 (H. Rept. 36) which passed the House February 7, 
1957, and additional funds which were provided by House Resolution 
457 (H. Rept. 1352) which passed the House February 19, 1958. A 
total of $225,000 was appropriated. 

The authority conferred in House Resolution 67 upon the Armed 
Services Committee was delegated, in part, to a Subcommittee for 
Special hp onset appointed pursuant to Resolution 5 of 
committee, approved January 1957. 


tue 


STATISTICAL RECORD 
From August 30, 1957, to the date of this report, August 12, 1958, 
the subcommittee conducted 8 public sessions and 12 executive 
sessions at which witnesses were examined. All of this testimony 
has been ordered to be printed and published. In addition, there 
were 8 executive meetings for the purpose of considering subcom- 
mittee matters, proposed reports, and legislation. 

During the 28 sessions of the subcommittee, 
were taken. 

The published proceedings of the subcommittee are contained 
659 printed pages shortly to be followed by the printing of the balance 
of the transcript folios. 

Bound volumes of all proceedings and reports are furnished the 
subcommittee, the Library of Congress, and Legislative Library. 

As of the date of this report, nine subjects under inquiry were 
incomplete and either required further hearing, printing of testimony, 
or reports. 

In addition to the public proceedings of the subcommittee, the staff 
recorded 82 inquiries referred by Members of Congress. As to these 
referrals and inquiries, action has been completed on 68 cases and 
there are pending at the date of this report, 28 inquiries 


2,077 folios of testimony 





ACTIVITIES SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS 





In Mareh 1957, the staff was reduced by 2 staff assistants and, in 
May, Dv | clerical employee. 

The present sl 
three clerical employees. The staff was augmented for a 60-day period 








aff consists of special counsel, a staff attorney, and 
by a contract en ployee OL a pe r diem basis 

Vouchers for all salaries and expenses are paid upon the approva 
of the House Armed Services Committee. 


From August 30, 1957, the date of the first report, the subcommiite 
has expended | Suiaries, reporting services, travel, supplies, and 
telephone the s im O1 $75,218.89. 

PROCEEDINGS OF THE FuLL CoMMITTEE UNpER House RESOLUTION 67 

Commencing in January 1958, the full committee conducted an 
nquiry into the national defense posture. The expenses of this inquiry 
were paid from the funds appropriated under House Resolution 68 and 
House Resolution 457 This investigation (Committee Print 7 
commenced Janua 13s and continued for 24 davs thereafter Lo 
February 5, 1958. Special counsel of this subcommittee, by direction 


Hearings on bills ior ti 


of the chs irman, attended those hearings. 
i 


D fense were commenced DY the full committee on April 22 and 
continued 16 legislative days to May 21, 1958. Special counsel of 


this subcommittee, by direction of the chairman of the full committe: 


attended those hearings. 


Additionally th Te were created, hy appointment of: the chairman, 
SIX subcommittees, as [oilows: 
. . 
Ss \ SUBCOMMI ! \ 
aw s O Norblad Va 
\\ Osmer ! 
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{ Wil 
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Kilda Pa ( Gavin, Leo 
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Durham, Car Van Zandt, James 


| rice, Vie lvl Bra 7 Willia 
Mille Ceo 
‘ 4 SURCOMM KE} No | 
( a Patterson, James 
d Reece, B. Carroll 
; Becker, Frank 





SPECIAL SUBCOMMITTEE No. 5 


('} Bates, William 
es O’ Konski, Alvis 





Morris Tob Mrs. St (eo vt 
5 I SUB 


Hébert, F. Edward, Chairman fess, Willian 
Hardy, Porter Wilson, Bob 
Kitchin, Paul 


OMMITTEE No. 6 


reorganization of the Department of 
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to consider the following matters: 
1. Adequacy of strengths of Army, Navy, Air Force, and 


Marine Corps, and Reserve components (including National 
. Guard), to meet assigned missions for the defense of the United 
States, and to complv with treaty obligations. Soundness of a 


stable force concept for the foreseeable future. Analysis of the 
present combatant capabilities of armed services, including 
major combatant forces aircraft, divisions, naval vessels, 
ete The cap: bility of our Armed Forces to wage nuclear, 
conventional, limited and/or total war. 

2. Examination of National Security Act to ascertain if 
Department of Defense is properly organized ; unification ; sound- 
ness of Joint Chiefs of Staff svstem; roles and missions of the 





seTViICces, 


3. Status and progress of our missile program, including satel- 


lites, antimissile missiles, projects in outer space and related 
matters. 


t. Continet 


] | ove! | : loqnac: el cakes on% 
tal and overseas Dases: adequacy otf continental 
and overseas ba 


vases, Including Military Air Transport Service; 


and contribution of allies to defense of free world. 
Adequacy of budget for national defense; policy of with- 


holding national defense funds appropriated by the Congress. 

6. (a Adequacy of military logistics program, including pro- 
curement policies and actions of the National Defense Estab- 
lishme { 

h Ldequa v of trateeic reserves, including stockpiles of 
trategic materials, tools, industrial reserves. 

c) The matterof interservice disputes and rivalries, including 

eft | of | clustrv thereon. 
Scientists, tec! nologists, eng eers, and education, as th *\ 
relate to national defense, and methods of encouraging ereatel 
advances in scientific knowledge insofar as it relates to defense 


matters 
{ (| feat} nd di nati PS AS gs 
f ‘lassifiecation and dissemination of information. 


Subcommittee No. 6 has a printed record and will report on 
a) Departmental regulations dealing with the classification 
| and dissemination of information; and 
b) the status of procurement, training, and utilization of 
scientists and technical employees in the Defense Department, 
both military and civilian. 
The other assignments of Subcommittee No. 6 were of a highly 
classified nature dealing with the missile program. 
Subcommittees 5 and 6 were staffed by the staff of the Subeommit- 
tee for Special Investigations. 
Subcommittees 1, 2,3, and 4 were staffed from the full committee. 
Subcommittee 6 conducted 11 executive sessions at which witnesses 
were examined. This testimony will be printed and published. 
Subcommittee 5 conducted 6 executive sessions and this testimony 
will be published. 
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CoMPLETED INQUIRIES 


(ualification of producers for clothing and textiles 

The subcommittee held a hearing on the proposal of the Depart- 
ment of the Army, as the single manager of the Military Clothing and 
Textiles Agency aut Philadelphia, on a proposal to establish a qualified 
producers list. 

No report was issued thereon since the proposal of the Department 
of Army was deemed to be conclusive upon the subject. 

The system was to be put into practice July 1, 1958. Its effective- 
ness will be studied during the course of its operation for the next 
several months. 


2. Raylaine Worsteds, Inc. 


The subcommittee was instructed by the chairman to make an 
immediate inquiry into the award of $40,389 to Raylaine Worsteds, 
Inc., from an appeal filed on November 13, 1941. 

The Armed Services Board of Contract Appeals decision was made 
November 27, 1957, 16 years after the original appeal. In addition, 
there were suggestions of improper influence in the disposition of the 
appeal. 

The subcommittee met 13 days on this subject, 8 of them full-day 
sessions. 

The record has been published and a report of the subcommittee 
was issued August 11, 1958. 


MATTERS FOR CONSIDERATION DuriInG ReEcEssS 


Armed Services Procurement Act and Regulations 


The subcommittee has had under continuous study amendments to 
the Armed Services Procurement Act, and the lack of uniformity in 
the regulations issued to implement the act. 

A 4-day hearing was held in July 1958 on a study of regulations as 
issued by three different services. A report will be issued upon mat- 
ters developed in that inquiry. 

The day of the hearing the subcommittee was advised that contract 
termination regulations had finally been agreed upon and were being 
published. This filled a longtime need about which the subcommittee 
had expressed its concern. 

In the hearings projected for the fall of 1958, the subcommittee 
will consider the lack of regualtions dealing with cost principles. This 
latter subject has long been under consideration and no definitive 
position has yet been taken by the Department of Defense. 

Two bills (H. R. 8711 and H. R. 8948) proposing amendments to 
the act are under study. Further information developed by the sub- 
committee will be presented to the 86th Congress upon the subjects 
covered in those two bills. 


2. Utilization of Government facilities for defense plants (Indian Head 


Naval Powder Factory, Maryland) 


The chairman directed an inquiry into the action of the Navy De- 
partment in assigning to Aerojet-General Corp. the research develop- 
ment and some production for solid fuel propellent for the Polaris 
missile. 
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The Naval Powder Factory at Indian Head, Md., had produced 
and is presently producing solid fuel missile propellent but not evolved 
from the same processes used at Aerojet-General Corp. 

A thorough inspection of the Indian Head plant was made. Hear- 
ings were held concerning the unused capacity and the adaptability 
of Indian Head for use in the Polaris propellent program. 

The subcommittee’s hearings concluded with an interim report deal- 
ing only with the Indian Head Naval Powder Factory. This report, 
however, took notice of the fact that the Navy proposed additional 
production facilities at Indian Head. 

The subcommittee determined that this inquiry should be broadened 
to consider the adaptability and utilization of the large number of 
ordnance and other unused Government plants, for use in the missile 
program and related undertakings, rather than erecting new facilities 
on non-Government-owned properties adjoining or parts of private 
manufacturers’ plants. 

Because of the pressure of time, the subcommittee was unable to 
conclude this phase of the inquiry. It is planned to resume the study 
during the fall for report to the 86th Congress. 

3. Airstrip paving materials 

The subcommittee conducted an inquiry into the exclusive and 
noncompetitive use of concrete for airstrip paving. 

Several hearings have been held. Among them was a hearing on 
July 9, 1958, which is a part of the public proceedings of the subcom- 
mittee, 

The action of the subcommittee is necessarily inconclusive because, 
as yet, no report has been received from the Corps of Engineers at 
Columbus, Miss., on tests being conducted utilizing various competi- 
tive materials and construction methods. 

[t is anticipated that this report will be available for consideration 
by the subcommittee and report to the 86th Congress. 


f Re ntal of defe nS plants by Gove rnment contractors 


The subcommittee is awaiting a decision of the Board of Contract 
Appeals on a decision of the contracting officer assessing rental under 
a facilities contract with Curtiss-Wright Corp. 

The case is 7 years old; and has been pending before the Board for 
more than a vear. 

When that decision is reached, a further study will be made on this 
subject, as well as the subject, generally, of rental of Government 
facilities. 

5. Use of Government-owned machine tools 


A staff inquiry has been completed upon inventory methods and 
upon the procurement of machine tools for private contractors’ use. 

The pressure of time prevented a hearing upon the initial phases 
of this subject. It is projected for completion during the fall. At 
that time, the method of inventory and the dissemination of inventory 
information will be fully considered and reported upon. 


6. Standardization studies 
Under the provisions of Public Law 82-436, the Armed Services 


Committee receives reports upon the progress of standardization 
within the Department of Defense. 
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Chapter 145 of title 10, United States Code, sections 2451 through 
55, require this report. 
There is awaiting presentation to the subcommittee for hearing 
and report answers to 19 questions addressed to the Department of 
Defense on the progress of standardization. 
Preliminary information from the Department of Defense is that 
the answers to the subcommittee inquiries resulted in the dropping 
of more than 34,000 separate items from the current inventory. 


24 


,. Air plane engine costs and profits 


The pressure of time prevented the continuation of this inquiry. 
During the fall, additional information will be accumulated and a 
report of the subcommittee issued. 


8. Armed Services Board of Contract Ap pe als 

The subcommittee has had under staff study for further hearing 
and report, the operation of the Armed Services Board of Contract 
Appeals. 

The lack of time for the subcommittee to hear this subject has 
prevented its conclusion. 
9. Weapons CONCE pt syste m and try pe Ss of def nse contracts 
The subcommittee has under study the so-called “Weapons ¢ ‘oncept 
Procurement System” of the three military departments. 


The basic information on this subject has been assembled. The 
staff and expert consultants will continue this study during the fall. 
It is planned that subcommittee hearings on the subject will occur 
during the fall so that a report of the subcommittee’s findings may be 
available for the 86th Congress 

It is in part for this purpose that the additional moneys granted 
under House Resolution 457 were requested and appropriated. 


- x 


Because of the time consumed by members of the subcommittee 


and its staff in attending the 40 days hearings of the full committee 
which commenced January 13, 1958, followed by 11 days hearings 
with Special Subcommittee No. 6, and 6 days hearings with Special 
Subcommittee No. 5, on Department of Defense organization matters, 
the Subcommittee for Special Investigations was able to hear subjects 
pending before it, during the 2d session of the 85th Congress, only 
in July and August of 1958 excepting for 3 hearings held in January 
1958 and reported upon herein 

Ol 

Id 


The attendance members and staff at 
mittee during the 2 
ings and accounts for the additional work to be completed before the 
] f 4} ~h OO 

close of the Soth Congress. 


hearings of the full com- 


Re ; ; : . ; 
session limited the iime for subeommittee hear- 


R ECAPITULATION 


From the date of appointment, the Subeommittee for Special In- 


vestigations has conducted 75 sessions of which 19 were executive for 
the purpose of considering reports and proposed legislation, and 12 


were executive at which witnesses were heard. The testimony at 


these executive sessions was subsequently published. There were 
44 public sessions, and 9,252 folios of testimony were taken. There has 
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been printed, as of this date, 3,514 pages of testimony and reports to 
be augmented by the printing of the additional folios on matters 
pending as herein reported. 

In addition to the formal sessions of the subcommittee, 186 inquiries 
from Members of Congress were handled by the staff, 158 of which 
have been concluded and 28 remain pending. 

The staff, as of the date of this report, consists of special counsel, 
staff attorney, and three clerical employees. 

The total of all salaries and expenses of the subcommittee for the 
Ist and 2d sessions of the 85th Congress to date is $126,419.72. The 
balance on hand is $98,580.28. 

Respectfully submitted. 

JoHN J. Courtney Special counsel. 


O 


Auaust 12, 1958. 





